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Executive Summary
Issue 1: General Services Division May Have

Intentionally Avoided Following Proper
Purchasing Procedures.

By request from the Secretary of the Department of Administration,
the Legislative Auditor reviewed 55 contracts awarded by the General
Services Division of the Department of Administration from January 2004 through
September 2005.  These contracts ranged from $843 to $9,985 with the
majority of asbestos abatement contracts being awarded to two contractors
and only received bids from three contractors out of the 116 licensed
contractors available. Analysis of the contracts causes the Legislative Auditor
to question whether Division staff intentionally performed the following actions
in order to avoid the involvement of the Purchasing Division: (1) split similar
asbestos abatement work in areas close in proximity into smaller sections; (2)
supplemental invoices were accepted on contracts causing the total work
performed to cost more than $10,000; and (3) supplemental invoices appear
to have been strung in order to keep the cost under $1,000.

The Legislative Auditor also questions why there was always one bid
less than $10,000 while the other two bids were sometimes well over the
$10,000 threshold.  This occurred with 10 contracts or 18% of the time.  In
addition, in one case the lowest bid was not accepted when bids were released
for nine HVAC units in Building 3.  All nine contracts went to Astar Abatement.

Finally, the General Services Division accepted “no bids” on seven
occasions from January 2004 through September 2005.  Both the Director
and Asbestos Manager stated that they were told by other individuals that
counting “no bids” as one of the three bids was an acceptable practice. The
Purchasing Division Policies and Procedures Handbook clearly states:  “A no
bid is not considered a bid.”

The Legislative Auditor recommends that the Secretary of
Administration report to the Joint Committee on Government Operations in
January 2006, on what actions were taken to correct the problems
identified in the Division of General Services’ asbestos abatement program.

Recommendations

1. The Legislative Auditor recommends that the Secretary of
Administration report to the Joint Committee on Government Operations
in January 2006 on what actions were taken to correct the problems iden-
tified in the Division of General Services’ asbestos abatement
program.

The Legislative Auditor
questions whether the
General Services Division
deliberately split contracts
to avoid purchasing
requirements.



Page 6 December 2005

2. The Legislative Auditor recommends that the General Services
Division send all staff with purchasing authority and approval authority
to state Purchasing Division training.

3. The Legislative Auditor recommends that the Division of General
Services report to the Joint Committee on Government Operations in Janu-
ary 2006 on how future asbestos work at the Capitol Complex should be
bid:  a) for the entire Capitol Complex; b) one building at a time; c) one
floor at a time; or d) continue the current method, which is breaking work
into smaller room-by-room sections.

4. The Legislative Auditor recommends that the General Services
Division inform all staff with purchasing authority and approval
authority that the state Purchasing Division Policies and Procedures
Handbook is available on-line for reference.

5. The Legislative Auditor recommends that the General Services
Division centralize all purchasing files for easy access and review, and
develop policies regarding purchasing files stored on computers.
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Review Objective, Scope and Methodology
This Special Report of the General Services Division is  authorized

by West Virginia Code §4-2-5 as amended.  This report was initiated as
result of concerns brought to the attention of the Legislative
Auditor by the Secretary of the Department of Administration regarding the
General Services Division’s purchasing practices.

Objective

The objective of this review was to determine whether General
Services staff intentionally avoided following proper purchasing procedures.

Scope

The scope of this report was from January 2004 to September 2005.

Methodology

Information used in compiling this report was gathered from the
Department of Administration, the General Services Division, interviews with
General Services staff, the Purchasing Division, and the Purchasing Division’s
Policies and Procedures Handbook.  Every aspect of this review complied
with the Generally Accepted Government Auditing Standards (GAGAS).
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Issue 1
The General Services Division May Have Intentionally
Avoided Following Proper Purchasing Procedures.

Issue Summary

By request from the Secretary of the Department of Administration,
the Legislative Auditor reviewed 55 contracts awarded by the General
Services Division of the Department of Administration from January 2004 through
September 2005.  Analysis of the contracts causes the Legislative Auditor to
question whether Division staff intentionally performed the following actions in
order to avoid the involvement of the Purchasing Division: (1) split
similar asbestos abatement work in areas close in proximity into smaller
sections; (2) supplemental invoices were accepted on contracts causing the
total work performed to cost more than $10,000; and (3) supplemental
invoices appear to have been strung in order to keep the cost under $1,000.

The Legislative Auditor also questions why there was always one bid
less than $10,000 while the other two bids were sometimes well over the
$10,000 threshold.  In addition, in one case the lowest bid was not accepted,
and the Division also accepted “no bids” as one of the three bids required. The
Legislative Auditor recommends that the Secretary of Administration report to
the Joint Committee on Government Operations in January 2006 on what ac-
tions were taken to correct the problems identified in the Division of General
Services’ asbestos abatement program.

State Agency Purchasing Requirements

According to the state Purchasing Division:

Competitive bidding is the foundation of public
purchasing in the state of West Virginia.

As stated in the West Virginia Purchasing Division Policies and
Procedures Handbook in Section 3.1, there are two levels of purchasing
authority for state agencies.  These levels are as follows:

1. Agency Delegated Acquisitions - Performed by the state
agency for purchases  $10,000 or less.

By request from the
Secretary of the Depart-
ment of Administration,
the Legislative Auditor re-
viewed 55 contracts
awarded by the General
Services Division of the
Department of Administra-
tion.

The Legislative Auditor
also questions why there
was always one bid less
than $10,000 while the
other two bids were some-
times well over the $10,000
threshold.
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2. Formal Acquisitions - processed by the Purchasing Division
for purchases over $10,000.

For Agency Delegated Acquisition, state agencies do not have to go
through the Purchasing Division.  These purchases are processed at the agency
level.  Agencies are encouraged to use West Virginia vendors.  For purchases
of $1,000 or less, bids are not required.  However, the Purchasing Division
Policies and Procedures Handbook notes that “competition is always
encouraged.”  For purchases between $1000 and $5,000, three verbal bids
are required, and should be documented on a Verbal Bid Quotation Summary
form.  Purchases between $5,000 and $10,000 require three written bids, and
these bids should be on the Request for Quotation form.  In addition, it must be
noted that the Purchasing Division Policies and Procedures Handbook states in
Section 3.3 that:

Agencies under the executive branch of state government
are required to process purchases expected to exceed
$10,000 through the Purchasing Division, unless
statutorily exempt.

Finally, the Purchasing Division Policies and Procedures Handbook clearly states:

A “no bid” is not considered a bid.

General Services Division Asbestos Abatement Contracts

By request of the Secretary of Administration, the Legislative Auditor
reviewed all asbestos abatement contracts awarded by the General Services
Division from January 2004 through September 2005.  A total of 55 individual
contracts were awarded during this time ranging from payments of $843 to
$9,985.  Bids were requested on all but 14, which were below $1,000.  Only
three companies were contacted when requesting bids.  The three contractors
were American Industrial Insulation, Astar Abatement, and Master Mechanical
Insulation.  The Health/Safety Asbestos Manager indicated that only three
contractors were used after the problems with a previous contractor.  The
Legislative Auditor found that there are 116 companies (Appendix B) available
to perform asbestos work locally.  The Health/Safety Asbestos Manager stated:

He only uses these three in order to prevent from
contracting with a fly-by-night company.  A fly-by-night
company previously did work for General Services, and
tried to overcharge by making changes to the contract.

The Purchasing Division
Policies and Procedures
Handbook notes that
“competition is always
encouraged.”

A “no bid” is not consid-
ered a bid.

A total of 55 individual
contracts were awarded
during this time ranging
from payments of $843
to $9,985. Only three
companies were contacted
when requesting bids.
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As shown in Table 1, the majority of the awards went to Master
Mechanical Insulation in 2004, with Astar Abatement receiving the rest.  In
2005, the majority of the awards went to Astar Abatement.

The Legislative Auditor Questions Whether the General
Services Division Intentionally Split Contracts to Avoid
Going Through the Purchasing Division

A review of asbestos abatement contracts established by the General
Services Division for the period of January 2004 through September 2005
indicates that contracts were bid in a manner that gives the appearance that the
General Services Division is intentionally splitting up contracts to avoid going
through the Purchasing Division.  As shown in Table 2, the General Services
Division awarded 55 contracts during this period and no contract awarded
exceeded $10,000.  Although none of the contracts exceeded $10,000,
there were 19 contracts (35%) between $9,000 and $10,000.  In these
bids, there were incidents where two of the three companies’ bids exceeded
$10,000, with one company always providing a bid just under $10,000.  This
occurred with 10 contracts (18%).  On  eight contracts, the second place
bid exceeded the $10,000 mark by over $2,000.  In two of those cases the
second place bids exceeded the mark by over $6,500.  The Legislative
Auditor questions why one bid always came in under the $10,000 threshold.

A review of asbestos abatement
contracts established by
the General Services
Division for the period of
January 2004 through
September 2005 indicates that
contracts were bid in a
manner that gives the
appearance that the
General Services Division is
intentionally splitting up
contracts to avoid
going through the Purchas-
ing Division.

...the General Services
Division awarded 55
contracts during this
period and no contract
awarded exceeded
$10,000.

The Legislative Auditor
questions why one bid always
came in under the $10,000
threshold.
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The General Services Division Split Building #3 Work Into
Nine Separate Contracts

Further review of the asbestos abatement contracts shows that the
Division split abatement work into separate contracts.  These contracts were
bid separately on the same day, even though the work may have been done in
the same area.  The most notable example took place in the boiler room in
Building #3 on the Capitol Complex.  There were nine contracts split for work
on nine separate HVAC units in two adjacent boiler rooms.  All bids were
received on June 6, 2005.  Because of the proximity of all the nine HVAC units,
in the opinion of the Legislative Auditor, the asbestos abatement work should
have fallen under one contract.   Combining the nine HVAC units into one
contract would have caused the Division to have to go through the Purchasing
Division, and because the contract would have exceeded $10,000.
According to the abatement contracts displayed in Table 3, six ranged from
$9,887 to $9,985.  Since the abatement work in Building #3 was split
into nine contracts, it causes the Legislative Auditor to question whether
General Services staff intentionally avoided the requirement of going
through the Purchasing Division.  Otherwise, the total value for work
performed in two adjacent rooms would have cost $79,460, as illustrated in
Table 3.  This amount clearly would have exceeded $10,000.  By separating

Because of the proximity of
all the nine HVAC units, in
the opinion of the Legislative
Auditor, the asbestos abate-
ment work should have fallen
under one contract.   Combin-
ing the nine HVAC units into
one contract would have
caused the Division to have
to go through the Purchasing
Division, and therefore the
contract would have exceeded
$10,000.

...the total value for work
performed in two adjacent
rooms would have cost
$79,460...
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the contracts and keeping them under $10,000, General Services staff avoided
going through the Purchasing Division and maintained control over the bidding
and purchasing process.  Moreover, by avoiding the Purchasing Division,
General Services staff limited the bidding to the companies of their choice. If
the contract would have gone through the Purchasing Division, additional
companies would have had the opportunity to place bids.

When questioned why the work was not performed under one
contract, the Health/Safety Asbestos Manager in charge of asbestos contracts
for General Services stated that:

...he never thought of bidding one contract...

In addition, the Health/Safety Manager stated that he split the
contracts in order to:

...maintain command and control of a smaller area at a
time and ensure that the smaller area was clear before
moving to the next contract.

By separating the con-
tracts and keeping them
under $10,000, General
Services staff avoided
going through the Purchas-
ing Division and main-
tained control over the
bidding and purchasing
process.

...by avoiding the Purchas-
ing Division, General
Services staff limited the
bidding to the companies
of their choice.
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As far as splitting contracts for other asbestos abatement work
contracted by the Division, the Health/Safety Asbestos Manager stated that he
does so to:

...give different contractors a chance to receive jobs that we bid.

It must be noted that the General Services Division only receives bids
from the same three companies on all asbestos abatement contracts, and the
same company - Astar Abatement - was awarded all nine contracts for the
Building #3 boiler room.  The Acting Director stated that he questioned why
boiler room contracts were split up separately, but accepted the Health/Safety
Managers explanation, and conceded to his expertise.  The Acting Director of
General Services Division stated that when reviewing contracts bid out by the
Health/Safety Manager and other managers he:

...would only check to see if the lowest bid was chosen before
signing and approving the contract.

While this was the most blatant example of possible splitting of
contracts, the Legislative Auditor questions other abatement work that
also appears to have been intentionally split into separate contracts in order to
avoid involving the Purchasing Division.

Supplemental Invoices for Building #3 Abatement Causes
Contracts to Exceed $10,000

As stated earlier, Astar Abatement was awarded the contracts on each
of the Building #3 boiler rooms for abatement work.  Once these projects
began there were eight supplemental invoices in order to complete the work on
the individual contracts.  Each of these invoices was for less than $1,000.  These
supplemental contracts averaged $965, which would have caused several of
the  $9,000 plus contracts to exceed $10,000, which is clearly a violation of
Purchasing regulations. These invoices all give the appearance of improprieties
in General Services purchasing procedures.  General Services appears to be
intentionally stringing invoice in order to circumvent the purchasing process.
The Purchasing Division defines stringing as:

Issuing a series of requisitions or purchase orders to
circumvent competitive bidding or to defeat the State
Purchasing Card transaction or delegated purchasing limit.

While this example was the
most blatant example of
possible splitting of
contracts, the Legislative
Auditor questions other
abatement work that also
appears to have been
intentionally split into
separate contracts in order
to avoid involving the
Purchasing Division.

These supplemental con-
tracts averaged $965,
which would have caused
several of the  $9,000 plus
contracts to exceed
$10,000, which is clearly
a violation of Purchasing
regulations.
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For example, the original contract for the work on Unit #6 was for $6,543.There
were four supplemental invoices under $1,000 a piece for a total of $3,905.
Thus, the work on Unit #6 HVAC actually cost $10,448.  In addition, there
were four supplemental invoices under $1,000 for Unit #2 totaling $3,812.
The original contract for Unit #2 HVAC was for $9,975.  Thus the work on
Unit #2 HVAC actually cost $13,787.  These supplemental invoices are an
example of possible stringing.

In addition, there were six additional invoices under $1,000 for
Building #3 asbestos abatement work.  From the data provided by the
Department of Administration, the Legislative Auditor cannot determine which
original contract that each of the additional six invoices would be tied to.

The General Services Division Did Not Award a Contract
to the Lowest Bidder on One Occasion

Regarding the Building #3 boiler room abatement, General Services
did not award the bid to the lowest bidder for Unit #9 HVAC.  Astar
Abatement was awarded the bid for $6,782, but Master Mechanical Insulation
actually had the lowest bid at $6,421.  Thus, the General Services Division
clearly violated the Purchasing regulations.

The General Services Division Incorrectly Accepted “No
Bids” As One of the Three Bids

A “no bid” is when a vendor, who has been contacted by an agency
and given the specifications for goods or services, declines to make a bid for
the service or commodity.  The General Services Division accepted “no
bids” on seven occasions from January 2004 through September 2005.
According to the Acting Director of General Services and the Health/Safety
Asbestos Manager, they were not aware that “no bids” could not be accepted
as a bid.  Although, the Purchasing Division Policies and Procedures Hand-
book clearly states in several places that a “no bid” is not considered a bid.
Both the Acting Director and Asbestos Manager stated that they were told by
other individuals that counting “no bids” as one of the three bids was an accept-
able practice.  The Acting Director of General Services claimed that the Pur-
chasing Division told him that he could accept a “no bid” as one of the three
required bids.

Astar Abatement was
awarded the bid for
$6,782, but Master Me-
chanical Insulation actu-
ally had the lowest bid at
$6,421.

For example, the original
contract for the work on
Unit #6 was for $6,543.
There were four supple-
mental invoices under
$1,000 a piece for a total
of $3,905.  Thus, the work
on Unit #6 HVAC actually
cost $10,448.

According to the Acting Di-
rector of General Services and
the Health/Safety Asbestos
Manager, they were not aware
that “no bids” could not be
accepted as a bid.  Although,
the Purchasing Division
Policies and Procedures
Handbook clearly states in
several places that a “no bid”
is not considered a bid.



Page 16 December 2005

Lack Of Training In Purchasing For General Services
Management And Asbestos Personnel

Many of the apparent improper purchasing practices regarding
asbestos abatement may be a result of intentional actions.  One additional
problem could be a lack of training within General Services Division.  The
Acting Director and Health/Safety Asbestos Manager both indicated that they
have not attended the annual Purchasing Training Conference offered by the
Purchasing Division.  In addition, both stated that they have not received any
formal purchasing training.  The Director of Purchasing indicated that he has no
evidence that these two employees have been in attendance in purchasing training.
The Legislative Auditor recommends that the Secretary of Administration
require all appropriate General Services employees to attend the next
Purchasing Conference and attend any additional purchasing training offered
by the State of West Virginia.  There may have been a lack of training for
General Services staff, however, it is the responsibility of Division direc-
tors and agency staff to educate themselves on all purchasing regula-
tions, and any other regulations pertaining to the operations of state
government.  The Purchasing regulations are regularly available in print or on
the Purchasing Division’s website.

The General Services Division Should Create a Plan for
Future Asbestos Abatement Work

During the walkthrough of the asbestos abatement work completed in
Building #3, the Legislative Auditor was shown other areas of the building where
work has not been completed or bid.  As shown in the pictures in Appendix D,
the continuation of asbestos abatement is necessary.   The General Services
Division should create a plan for asbestos abatement work to continue through-
out the Capitol Complex, and should report this plan to the Joint Committee on
Government Operations in January 2006.  The plan should include the method
that this work will be bid:   a) for the entire Capitol Complex; b) one building at
a time; c) one floor at a time; or d) continue the current method, which is
breaking work into smaller room-by-room sections.  It must be noted that
the General Services Division has an asbestos abatement account with
over $11 million.

Conclusion

The Legislative Auditor reviewed the 55 contracts awarded by the
General Services Division of the Department of Administration from January

Lack of training may be an
excuse offered by General
Services staff, however, the
Legislative Auditor does
not find this to be a valid
explanation.

The General Services Divi-
sion should create a plan
for asbestos abatement
work to continue through-
out the Capitol Complex,
and should report this plan
to the Joint Committee on
Government Operations in
December 2005.

The Acting Director and
Health/Safety Asbestos
Manager both indicated
that they have not attended
the annual Purchasing
Training Conference of-
fered by the Purchasing
Division.
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2004 through September 2005.  General Services  awarded the majority of
asbestos abatement contracts to two contractors and only received bids from
three contractors out of the 116 licensed contractors available.  Analysis of the
contracts causes the Legislative Auditor to question whether Division staff in-
tentionally performed the following actions in order to avoid the involvement of
the Purchasing Division:

1. Split similar asbestos abatement work in areas close in
proximity into smaller sections in order to ensure the cost of
each contract was less than $10,000;

2. Supplemental invoices were accepted on contracts causing the
total work performed to cost more than $10,000;

3. Supplemental invoices appear to have been strung in order to
keep the cost under $1,000.

The Legislative Auditor also questions why there was always one bid
less than $10,000 while the other two bids were sometimes well over the
$10,000 threshold. In addition, in one case the lowest bid was not accepted,
and the Division also accepted “no bids” as one of the three bids required.
These actions create an appearance that the General Services Division inten-
tionally avoided following proper purchasing procedures.  In addition, the Act-
ing Director of General Services should have more actively controlled the bid-
ding process, as opposed to merely checking to see if the lowest bid was
chosen before signing and approving the contracts.

Recommendations

1. The Legislative Auditor recommends that the Secretary of
Administration report to the Joint Committee on Government Operations
in January 2006 on what actions were taken to correct the problems iden-
tified in the Division of General Services’ asbestos abatement
program.

2. The Legislative Auditor recommends that the General Services
Division send all staff with purchasing authority and approval authority
to state Purchasing Division training.

3. The Legislative Auditor recommends that the Division of General
Services report to the Joint Committee on Government Operations in
January 2006 on how future asbestos work at the Capitol Complex should
be bid:  a) for the entire Capitol Complex; b) one building at a

The Legislative Auditor
also questions why there
was always one bid less
than $10,000 while the
other two bids were some-
times well over the $10,000
threshold.

It is also clear that there is
a lack of supervision by
the Acting Director of the
General Services Division
over the purchasing pro-
cess.

General Services  awarded
the majority of asbestos
abatement contracts to
two contractors and only
received bids from three
contractors out of the 116
licensed contractors avail-
able.
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time; c) one floor at a time; or d) continue the current method, which is
breaking work into smaller room-by-room sections.

4. The Legislative Auditor recommends that the General Services
Division inform all staff with purchasing authority and approval authority
that the state Purchasing Division Policies and Procedures Handbook is
available on-line for reference.

5. The Legislative Auditor recommends that the General Services
Division centralize all purchasing files for easy access and review, and
develop policies regarding purchasing files stored on computers.
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Appendix A: Transmittal Letter
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Appendix B: List of DHHR Approved Asbestos Abatement Contractors
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Appendix C: Pictures of Asbestos Abatement in Building 3

Building 3 HVAC units 1-4 abatement  area.

Building 3 HVAC units 1-4 abatement  area.
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There is a distance of 3 feet between the HVAC Units in Building 3.

Abestos abatement area for contract #7 in Building 3.
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Loose asbestos hanging on walls and ceiling in the attic of Building 3.

Encased asbestos broken open in the attic of Building 3.

Appendix D: Pictures of Remaining Asbestos in Building 3
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Encased asbestos broken open in the attic of Building 3.

Asbestos has been scraped away from this area in the attic of Building 3.
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A piece of  asbestos fallen from the ceiling in the attic of  Building 3.
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Appendix E:  Agency Response
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